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NOTICE OF EXAMINATION DATES 


In accordance with a resolution passed by the Co- 


Ordinating Educational Committee, the time for writing exami- 


nations has been 


advanced this year by one week. The follow- 


ing are the dates set for the 1951 examinations. 


Fundamentals of 
Accounting I 


Cost Accounting Monday, April 16th 
Tuesday, April 17th 


Advanced Cost Accounting (Paper 1) Wednesday, April 18th 


Accounting II 


Thursday, April 19th 


Industrial Organization ad 


Management Friday, April 20th 
Advanced Cost Accounting (Paper 2) Saturday, April 21st 
Business Mathematics Monday, April 23rd 
Industrial Legislation Tuesday, April 24th 

Candidates are reminded that applications for writing 


examinations must be filed by March 24th next, accompanied 
by the prescribed fee. 


Application 
the Provincial So 
Alberta Ree 


British Columbia 
Manitoba ............ 
New Brunswick 

Nova Scotia 


Ontario 


Quebec 


Saskatchewan 





forms may be obtained from the Registrars of 
cieties as follows: 

Mr. N. S. Howe, P.O. Box 4038, 

South Edmonton, Alberta. 

Mr. C. H. Davis, R.I.A., 1734 West Broadway, 
Vancouver, B.C. 

Mr. A. E. Godsmark, 611 Confederation Life 
Bldg., Winnipeg, Manitoba. 

Mr. G. C. Turner, R.A, New Brunswick 
Telephone Co. Ltd., Saint John, N.B. 

Mr. R. F. Hatfield, R.I.A., Dept. of Highways, 
Province of Nova Scotia, Halifax, N.S. 
Mr. J. N. Allan, R.LA., 66 King St. E., Hamil- 

ton, Ontario. 

Mr. Donald Burke, 507 University Tower 
Bidg., 660 St. Catherine St. W., Montreal, 
Quebec. 

Mr. J. P. Golds, R.IL.A. Robin Hood Flour 
Mills, Moose Jaw, Saskatchewan. 
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SOCIETY NOTES 
FOR EXAMINATION CANDIDATES 


Students are reminded that the uniform examinations are 
available in booklet form for 1949 and 1950 at a cost of 50 cents 
each. These can be obtained from the Registrars of the Pro- 
vincial Societies or from the office of the Canadian Society. 

Copies of the article “Some Pre-Examination Suggestions” 
published in the March 1949 issue of Cost and Management are 
available to all candidates on request from the office of the 
Canadian Society. This article contains helpful suggestions in 
the preparation for, and in the writing of examinations. 


PROBLEMS OF FINANCIAL MANAGEMENT TO BE DISCUSSED AT 
COST AND MANAGEMENT CONFERENCE 


The technical sessions committee of the 1951 Cost and 
Management Conference is unfolding a most interesting pro- 
gram. The Committee has selected a series of thought provoking 
subjects relating to Problems of Financial Management. 

Such a program will be most welcome at a time when the 
financial executive can be certain of only one thing — un- 
certainty. The techniques of controlling business finances must, 
at all times, be most efficient and effective, but in a period of 
violent fluctuations and rapidly changing conditions, those 
techniques must also be extremely flexible. 

The committee is exercising excellent judgment in the 
selection of speakers who are essentially well qualified by 
knowledge and experience to speak on the subjects which have 
been assigned to them. 


NINTH INTERNATIONAL MANAGEMENT CONGRESS 


The International Committee of Scientific Management 
will hold its Ninth International Management Congress in 
Brussels, July 5th to 11th, 1951. Member countries have 
collaborated in the preparation of papers to be presented on 12 
subjects of interest to top management. 

Any members who anticipate a visit to Europe would be 
well advised to arrange the time of their trip to take advantage 
of the Congress. A copy of the program can be obtained from 
the office of the Society. 
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New Members 


BAY OF QUINTE CHAPTER 


A. Watson, Stewart-Warner Alemite Corp. of Canada, Belleville 


EASTERN TOWNSHIPS CHAPTER 
W. Lember, 76a 9th Ave., Sherbrooke 
E. B. Sims, 76 London St., Sherbrooke 
R. T. Rust, Dominion Burlington Mills Ltd., Pacific St., Sherbrooke 
D. Grayton, Canadian Ingersoll-Rand Co. Ltd., Des Forges Sx., 
Sherbrooke 


KENT COUNTY CHAPTER 
K. J. Znotins, Kent Dairy Ltd., Chatham 


KINGSTON CHAPTER 
F. H. Corbett, Aluminum Co. of Canada Ltd. 


LONDON CHAPTER 


G. H. Lewis, Polymer Corporation Ltd., Sarnia 


MONCTON CHAPTER 
G. A. Foreman, Dickie’s Radio & Electrical Co. Ltd. 
J. F. O'Neill, McDonald Currie & Co. 
M. R. MacGregor, R. R. Colpitts & Sons Ltd. 
W. M. Brown, Moncton Broadcasting Limited (CKCW) 
Stuart T. Davis, Sackville Paper Box Co. Ltd., Sackville 


MONTREAL CHAPTER 
Jean-Guy Blain, David & Frere Ltd. 
R. A. Fiset, C.A., Hudson McMakin & Co. 


NOVA SCOTIA SOCIETY 

. H. Andrews, 17 Tulip St., Dartmouth 

. A. Braine, 46 Dublin St., Halifax 

. M. Cameron, 93 Connaught Ave., Halifax 
. S. Clarke, 97 Pleasant St., Dartmouth 

. J. Conrad, 131 Mitchell St., Halifax 
F. Ferguson, 446 Robie St., Halifax 

. W. Fleming, 1018 Gottingen St., Halifax 
. W. Forrest, 13 Cork St., Halifax 
+ % 

+ 


HAFAN 


Gannon, 5112 Allen St., Halifax 
Gosling, 278 South St., Halifax 

. A. Hartlen, 95 Poplar St., Halifax 

. Hili, 6 Russell St., Halifax 

. I. Hume, 7 Park Lane, Dartmouth 

. MacCallum, 4 Wright Ave., Halifax 

. G. McJannet, 26 Fenwick St., Halifax 

. S. Pace, 68 Connoily St., Halifax 

. B. Quinn, 15b Hunter St., Halifax 
Kenneth H. Ritcey, 57 Lawrence St., Halifax 
A. P. Stephen, Windsor Junction, Halifax Co. 


moon <ss 
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NEW MEMBERS 


G. Tizard, 199 Albert St., Halifax 
C. W. Zinck, 335 Agricola St., Halifax 


OTTAWA CHAPTER 
R. P. Morris, George A. Welch & Co. 
G. Denis, Canadian Arsenals Limited 


PETERBOROUGH CHAPTER 
Balfour Duder, Canadian General Electric Co. Ltd. 


VANCOUVER CHAPTER 
J. W. Dorman, 3157 Wellington Ave., Vancouver 
R. A. Pope, C. D. Schultz & Co. Ltd. 
E. B. McDougall, 821 Hall Bulding, 789 W. Pender St., Vancouver 


WINDSOR CHAPTER 
D. E. Bennett, McCord Corporation 


WINNIPEG CHAPTER 
G. M. Evans, International Harvester Co., Brandon, Ban. 
J. Ferguson, Sherritt Gordon Mines Ltd., Lynn Lake, via Sherriddon, 
Man. 
N. W. Armstrong, 31 Eugenie St., Norwood, St. Boniface, Man. 
Gamaliel Milner, 475 Borebank St., Winnipeg, Man. 
W. C. Patterson, 442 Morley St., Winnipeg, Man. 
F. R. Wilson, 700 Langside St., Winnipeg, Man. 
Mrs. M. A. Panaro, 114 Cobourg Ave., Winnipeg, Man. 
D. E. Steele, 204 Arnold Ave., Winnipeg, Man. 
LeRoy A. Wood, 700 Jessie Ave., Winnipeg, Man. 


NON-RESIDENT B.C. SOCIETY 
B. J. Carrigan, Stewart & Welch, Pulp Division, Port Alberni, B.C. 





EMPLOYMENT WANTED 


Bachelor of Commerce Graduate (McGill - 1949), who wrote his 
C.A. Finals in October, 1950 and is at the present time writing 
his Cost Thesis for R.I.A., desires to become associated with a 
firm in the Toronto - Hamilton area, as Assistant Internal Auditor 
with the prospect of becoming Chief Internal Auditor, or, as 
Assistant to the Treasurer or Controller. Veteran, thirty. Avail- 
able February, 1951. Box 20. 
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Chapter Notes 


EASTERN TOWNSHIPS CHAPTER 


The Eastern Townships Chapter of The Society of Industrial and 
Cost Accountants of Canada held their Annual Ladies’ Night at the Elm- 
wood Inn, Lennoxville, on Friday evening, January 12th, 1951. There 
were about thirty ladies and gentlemen present. The evening started with 
the guests being introduced to the members and their wives and this was 
followed by a Sing-Song. During the course of the evening the members 
of the local Society presented Mr. A. Hunting of the Canadian Ingersoll- 
Rand, a member and Secretary of the E. T. Chapter, and his wife with a 
silver covered dish as a token of appreciation for the fine work they did 
while living in this district. Mr. Hunting has been appointed Chief Cost 
Accountant by a firm in Windsor, Ontario, and will leave immediately to 
take up his new duties. Mr. and Mrs. Hunting then thanked the Society 
and all their friends very much for the wonderful gift and evening that 
they so much enjoyed. Refreshments were served at 10.30 and the group 
dispersed around 11.15. An enjoyable evening was passed by all and the 
ladies will be looking forward to their next get-together which will be the 
closing event held in June. 


HAMILTON CHAPTER 


The Hamilton Chapter of the Society of Industrial & Cost Accountants 
held their regular meeting in the Ten O’Clock Club on Thursday night. 

The President of the Ontario Society, Mr. R. H. Metcalfe, made his 
visit to the Chapter and gave some good suggestions for maintaining and 
improving the calibre of the meetings. He also mentioned the Ontario 
Society’s annual meeting which will be held in Peterborough in May. 

Mr. G. Howard Chappell, of the Buffalo Forge Co., Buffalo, was the 
guest speaker. He spoke on “Origin and Development of the Budget for 
Cost Control”. The year 1909 was about the first time Budgets were 
heard about in the U.S.A. and it wasn’t until 1921 that the first National 
Budget was prepared. Great strides have been made since then in planning 
and forecasting and these days most companies can now estimate their 
sales, production, and profits at the start of any year. 

Mr. Chappell’s talk was well received and Stan Butler moved a vote 
of thanks. 


KENT COUNTY CHAPTER 

Kent County Chapter enjoyed a well-attended meeting on Thursday, 
January 18th, in the Rankin Hotel. Mr. E. H. Gibson of the McBee 
Co. of Canada Ltd., Toronto, spoke on “The Accounting Office of To- 
morrow”. He advocated the use of form sets for practically every account- 
ing purpose, to dispense with duplication of work; to expedite the delivery 
of information to executives. 

Mr. Gibson was introduced by Ken Kriter, and Lyle Blackburn 
fittingly expressed the thanks of those present. 

Ray O’Loane presided in the absence of Allan Cousins. 
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CHAPTER NOTES 
KITCHENER CHAPTER 


Large attendances featured the four meetings of Kitchener Chapter 
held during the first part of the 1950-51 year. 


Harry Metcalfe, Ontario President and who is Vice-President of 
Massey-Harris, addressed the September meeting held in Guelph. 


In October, the meeting was held at Tony’s Preston-Kitchener High- 
way, when Ivan Widdifield of the Ontario Hydro spoke on the cycle 
changeover. Eighty members and guests were in attendance. 


Bruce Taylor, Ontario Manager of the Foreign Exchange Control 
Board, spoke at the November meeting held at Leizure Lodge, just north 
of Preston. 


G. Clendenin, Director of Kitchener Chapter, was in charge of ar- 
rangements for the December meeting held in Galt. Len Henderson, of 
Remington-Rand showed motion pictures of office equipment followed by 
a stag party. 

Next meeting will be held February 7th, at Guelph. 


Chairman Hugh McDiarmid, of Galt, presided at all the meetings. 


LONDON CHAPTER 


With an attendance of 65, the January meeting was one of the largest 
the Chapter has had this year. The many who attended were well re- 
warded by a most interesting address by Mr. R. J. Lyons, Factory Auditor, 
Chrysler Corporation of Canada, on the subject: “Why Standard Costs”. 


The Chapter is enjoying one of the best years of its history both in 
respect to meeting attendance and growth. 


MONCTON CHAPTER 


On January 30th members and friends of the Chapter took time off 
from the worries of business to enjoy a mixed party. Arrangements were 
made under the direction of R. C. Hayes and with D. R. Hunter as Chair- 
man, the party was an outstanding success. The highlight of the evening 
was an address given by John Marshall, C.B.C. Commentator who chose 
as her subject: “A Quebec Week-end”. 


MONTREAL CHAPTER 


The regular meeting of the Montreal Chapter of the Society of 
Industrial & Cost Accountants of Quebec was held in the Vice-Regal Suite 
of the Ritz-Carlton Hotel, on January 11th, 1951. Mr. P. G. Wilmut, 
Secretary-Treasurer of E. G. M. Cape and Company was the speaker. 


Among those at the head table were Mr. D. J. B. Peddie, President of 
the Provincial Society, and Mr. N. E. Kenrick, Comptroller of Dominion 
Textile Company and President of the Montreal Chapter of the Comp- 
trollers’ Institute. 

Mr. J. V. Farrell, Honorary Secretary of the Montreal Chapter intro- 
duced the speaker and Mr. R. L. Sewell, Director of the Montreal 
Chapter thanked him. 
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OTTAWA CHAPTER 

Mr. M. C .Coutts, B.Eng., B.A.Sc., R.I.A., Assistant Comptroller of the 
Sangamo Company Limited, Toronto, addressed the Ottawa Chapter of 
the Society of Industrial & Cost Accountants at their monthly dinner 
meeting in the Alexander Hotel. Mr. Coutts, a Professional Engineer and 
a graduate of the Massachusetts Institute of Technology in Business and 
Engineering Administration, discussed the direct cost concept of inventory 
valuation. Slides were used to illustrate the discussion which held the 
interest of all those present. 

E. Beauvais conducted the meeting and introduced the new members: 
Mr. Brian W. Power, C.A., Mr. W. M. Catto, Mr. L. G. Harvie, Mr. N. E. 
Spiggall, Mr. H. E. Bacher, Mr. A. B. Stanley, Mr. J. G. Milne, Mr. R. 
Hammel. 

The speaker was introduced by Mr. C. B. Watt, Chairman of the 
Ottawa Chapter and thanked by Mr. Harry G. Fuller. 


PETERBOROUGH CHAPTER 


Chairman Arthur Pitchford of the Quaker Oats welcomed the mem- 
bers and guests to the Peterborough Chapter’s Annual Social and Christ- 
mas meeting held at the Empress Hotel on December 20th, 1950. Mr. 
Pitchford expressed his personal congratulations as well as those of the 
Chapter to Mr. Robert G. Aman upon his success on passing the final 
examination in the Institute of Chartered Accountants of Ontario, the 
results of which had only been released that afternoon. 

Mr. J. N. Allan, R.I.A., Secretary of the S.I.C.A.O. who was a guest 
at the meeting, spoke briefly on the progress of the Association since his 
last visit to Peterborough, and made particular mention of the progress 
made in improving educational syllabus for the students of the association. 

Mr. Blake Bell, C.A., of the Quaker Oats, introduced the speaker of 
the evening, Mr. James Wharry, Vice-President and General Manager of 
the Quaker Oats. 

Mr. Wharry who had recently made a trip around the world, pre- 
sented coloured pictures of this trip and gave his description and com- 
ments on each one as they appeared on the screen. Although the scenes 
and locations were all very lovely and picturesque, Mr. Wharry con- 
fessed that the loveliest scenery he had seen was that of Ontario, and I 
believe that the Peterborough Chapter had to agree with him after viewing 
the evidence presented by the coloured camera. 

Mr. Claud Bastable expressed the thanks of the Chapter to Mr. 
Wharry for the enjoyable evening, which he so generously made available 
during the rush of the festive season. 


SAINT JOHN CHAPTER 


A Chapter member, Gordon H. Nicol, C.A., R.I.A., was the speaker 
at the January meeting of the Chapter. Mr. Nicol spoke on the subject: 
“Departmental Accounting” and emphasized more particularly inventory 
control and distribution of expenses. He also explained the system by 
which the great volume of sales is handled to give management quickly 
information on the trend of business in any of the many departments. 
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CHAPTER NOTES 
TORONTO CHAPTER 


The annual combined Student - Senior meeting of the Toronto Chapter 
was held on Wednesday, January llth. Mr. J. M. Otterbein, Chairman of 
the Student Section, was in charge of this meeting which was well 
attended. 

The speaker for the evening was Mr. Harvey W. Spry, President of 
Harvey Spry and Associates, Limited, Management Consultants. Mr. Spry 
spoke on the subject of ‘“Foremen’s Incentive or Bonus Payment Plan”. 
Mr. Spry’s talk was excellent and brought out many interesting points 
such as: the objectives and requirements of such a plan; the human ele- 
ment; the use and development of controls; team work; workers’ morale; 
and the role of standard costs. The discussion period which followed was 
quite lively and interesting. 

Mr. R. McLaughlin, Chairman of the Students’ Advisory Committee, 
voiced the thanks of the Chapter in a very appropriate manner. 

‘ The next meeting of the Toronto Chapter will be held on February 
15th, and takes the form of a joint meeting with the Hamilton Chapter, 
in Hamilton. 


LETTER TO THE EDITOR 
Sir: 
I have obtained your address through the Canadian Almanac and 
have taken the liberty of writing you as a fellow cost accountant. 


I am intensely interested in Canada and would like to correspond 
with one of my profession. The correspondence need not be confined to 
costing only as I am generally interested in Canada and would be pleased 
to learn more about it first hand. In return I could offer much of interest 
to one who may wish to know more of South Africa. 

I am thirty-five years of age, married and have two children. My ex- 
perience in the profession has been widespread, covering private practice, 
investigation for Board of Trade and War Supplies Board. At present I am 
an executive in a large merchandising house with two factories. 


Please accept my thanks in advance for this service. 
Your truly, 


GEORGE WEEKS, 

66 First Avenue, 

Parktown North, 
Johannesburg, South Africa. 
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By N. R. BARFOOT, R.LA. 
YEAR AHEAD 


In middle and late 1950 Government plans called for one billion in 
defence monies. Due to our greatly expanded industrial effort and the 
subsequent high tax returns, it seemed quite possible that this sum could 
be absorbed by current revenue. The graver world situation seems to in- 
dicate spending far in advance of this and consequently, higher taxes are 
certain. 

Cost of living will rise. During 1950 it seemed that there were some 
signs of stability, but the pressure of the defence program with its problems 
of price controls and the probable imposition of, at best, clumsy mechanics 
of rationing and allocations make it certain that the index will go up. 

Labor conditions also seemed to promise some degree of permanence 
since some of the larger unions now have long term contracts. However, 
there does appear to be agitation for a price control program without wage 
controls, which is, of course, an economic reductio ad absurdum. 
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The world situation will affect mightily the production facilities of 
this land. The cry will be production — production — production — to 
sustain the armed forces and the home front. 

The outlook for construction is one of activity as great or greater 
than 1950. The limiting factor, of course, will be materials and skilled 
help. Depending upon the turn of world events towards all out war, there 
will probably be a reduction in non-essential building and greater emphasis 
on defence industry construction. 

In any case, with a considerable back log of civilian housing needs 
and public buildings, plus the added defence building program, the in- 
dustry as a whole will seek to expand its capacity. 

Banks will face greater demand for credit to finance new projects and 
inventories which will appreciate due to rising costs. 

The possible profit level of most corporations presents a rather complex 
picture. If labor and materials are available the basic industries will boom, 
from a production and dollar income standpoint. However, the Federal 
House may, and probably will, trim out the increased earnings by taxes. 

1951 will be at once an interesting and difficult business year. 


CALENDARS 


With a new year, once again the proponents of calendar revision are 
in full voice. 

Generally there are two plans that have considerable appeal. 

One is a perpetual calendar in which every year would start on a Sun- 
day and every month begin with a Sunday. There would be 13 months each 
of four weeks. Some businesses in this country now use this 13-month year 
for statement purposes. 
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The second proposal is to have a calendar in which each quarter has 
91 days. The first month in each quarter to have 31 days and the other 
two 30 each. 

Why doesn’t the Accounting profession get behind one of these 
calendar revision proposals? They have more to gain than any single 
professional group. 


NEW OFFICE MACHINE 


A new adding machine has appeared on the market. It totals 11 
columns, adds, subtracts, divides and computes complicated credit balances. 
It is electrically operated and weighs only 191 Ibs. 


LIFE INSURANCE 
The life insurance companies paid more than $170,000,000 to bene- 
ficiaries during the first three quarters of this year. Over 95,000 policies 
were involved. Insurance is big business in Canada. 


MINING 


Over one billion dollars output annually is the estimate for Canadian 
mines. The 1949 figure is 100 million less. Increased prices as well as 
increased activity account for the jump in output value. 


AMERICAN CAPITAL 


In the four months preceding the freeing of the Canadian dollar more 
than 300 million dollars worth of Canadian securities were bought by U.S. 
interests. This undoubtedly influenced the Federal House in giving over 
the idea of a fixed rate for the Canadian dollar. 


UNION COVERAGE 

The proportion of paid workers in all industries in Canada last year 
was 34.2% of the total force or approximately 1,225,000 employees worked 
under the terms of collective agreements. 

By industries the percentages were: Mining 51.2; Manufacturing 47.5; 
Construction 48.5; Electricity and Gas 45.5; Transportation and Com- 
munication 85.4; Trade 7.3; Service 9.7. 

A total of 4,580 individual collective agreements were in effect. 

The number of workers under agreement is greater than the total union 
membership since only in closed shop agreements are all those affected 
members of the union. 

INDUSTRIAL DEVELOPMENT BANK 

During 1950 the I.D.B. handled 348 individual applications, of which 
283 were new and 65 additional from existing borrowers. 

A total of 54 millions was loaned in the year ending September 30, 
1950, of which 25.4 millions were outstanding at September end. 

The following main industrial groups received loans as indicated 
during 1950: 


Wood Products ..... veces. 65 million 
Food and Beverages Sanaceyaseeasaee 64 ” 
Iron and Steel ... ice 
Paper Products ................. ets Ree 4.7 ” 
Pamtile: Prccseee...: <i25.ccsciss aesiiesermcraeenecre ™ 
Chemical Products ae = 
Refrigeration : 3 a 
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Industries in Quebec and Ontario received the greatest assistance, 
namely, 30 millions. 
It is interesting to note the distribution of loans by size, for example: 


26 Loans over $200,000 


a «COC 4 100,000 to 200,000 
84” ig 50,000 to 100,000 
oy.” 3 25,000 to 50,000 
204 ” = 5,000 to 25,000 
23 - 5,000 and under 


HUMAN RIGHTS 


The Senate Committee on Human Rights and Freedoms has reported 
in these terms on a Canadian Bill of Rights. 

“What is required in Canada is one grand and comprehensive affirma- 
tion, or reaffirmation of human rights, equality before the law and of 
security; as the philosophical foundation of our nationhood, that will assure 
continually to each Canadian that he is born free and equal in rights and 
dignity with all other Canadians, that he cannot be held in personal slavery 
or arbitrarily arrested, that he will always be presumed innocent of any 
offence until proven guilty, that he has freedom of thought, conscience, 
expression and movement and so on through the Universal Declaration.” 

Thus will Canadians know of their freedom, exercise it in manly con- 
fidence and be proud of their country. 


Personals 


D. R. HARRISON, R.1.A., formerly Secretary-Treasurer of the Port Arthur 
News Chronicle has sold his interest in the paper and has now retired from 
active business. Mr. Harrison is a charter member and past chairman of 
the Fort William - Port Arthur Chapter and he has at all times taken a 
most active interest in the work of the Society, nationally as well as 
locally. His years of outstanding service on the Provincial Council and as 
a director of the Canadian Society, were given recognition in his election as 
president of the S.I.C.A. of Canada for the year 1948-1949. During his 
term of office, he visited all 25 chapters which were then in operation, 
and won for himself the admiration and respect of the membership 
throughout Canada. 

We wish for D. R. and Mrs. Harrison many years of health and 
happiness together. 


FRED J. KING, R.I.A., a member of the Montreal Chapter has retired 
after 30 years and 7 months of service with the Canadian Car & Foundry 
Co. Ltd., Montreal. At the time of his retirement, Mr. King was Works 
Accountant. He was a former Alderman of the Town of Mount Royal 
and rendered distinguished service on behalf of the St. John Ambulance 
for which he was awarded the Governor-General’s Scroll. 

We extend to Mr. King our best wishes for a long period of good 
health and happiness in his retiring years. 
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Whatever your business, it’s a good bet that 
at least one figuring job is causing you needless worry. 

Is it a “deadline” job, such as preparing payroll figures? 

Is it something requiring extreme accuracy, such as estimating 
or engineering calculations? Or is it just the handling 

of a lot of figure work, without overtime? 

Whatever your particular figuring nightmare may be, the 
FRIDEN ULTRAMATIC will handle it swiftly and efficiently. 
Friden has won its leadership in the calculating field by its 
superior performance on the tough jobs. It is unequalled for its 
ease and simplicity of operation...unmatched for 

performance. Call your local Friden representative today for a 
demonstration, without obligation, or write... 





FRIDEN CALCULATING MACHINE AGENCY 


Canadian Distributors: JOSEPH McDOWELL & CO. 
Confederation Life Building, Toronto, Ontario 
Sales and Service in all principal cities. 
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By W. W. HENDERSON, R.1.A. 

















ADMINISTRATION OF A LARGE ACCOUNTING DEPARTMENT — by S. D. Flinn, 

N.A.C.A. Bulletin, Section 1, November 1950. 

This article deals with the management of a large accounting depart- 
ment, rather than with accounting procedures. The author discusses de- 
partmental organization — Line and Staff functions; centralized and de- 
centralized accounting organizations. Organization charts of a central 
accounting office and a branch plant accounting office are exhibited. 
Typical duties and qualifications of a branch plant controller are set out. 
Personnel administration is ever present in a large accounting department, 
just as it is in any other department where large groups of people work. 
Similar problems in human relationships exist and require solution. 

Mr. Flinn stresses that responsibility and authority must go hand-in- 
hand; and be specifically defined. 

Training programmes for supervision and senior staff incumbents are 
suggested. 

The essentiality of a good job evaluation system is stressed. 

The final section of this article treats control of accounting operations. 
These controls are defined as threefold: (1) Inventories, (2) Internal 
Auditing, and (3) Methods. 

The author’s suggestion of a staff group whose duties are to maintain 
inventory control as a specialized function, while not necessarily a new 
idea, is one not too frequently propounded, and which to this reader 
appears to be a very forward step in industrial organization. 

The function of the Internal Audit department is described as not 
just a matter of double checking work already done — even on a sample 
basis; but rather a method of following up the adherence to general policy 
and specific procedure, as well as a means of further protecting a com- 
pany’s assets from dishonest, wasteful or uneconomic reduction. 


Methods work is described from an organizational and functional 
viewpoint. Mentioned are the four component aspects of methods work — 
(1) survey, (2) design, (3) installation, and (4) follow-up. 

The article closes on the note that the “rule of exception” must be 
recognized in all accounting departments; that is, only off-target results 
need be brought to the attention of senior management. 


COST ACCOUNTING AS AN AID TO THE MEASUREMENT OF PRODUCTIVITY — by 
lan T. Morrow, C.A., F.C.W.A., in the Cost Accountant (United Kingdom), No- 
vember 1950. 

Serious efforts to measure relative productivity have been and are 
being made in the United Kingdom. The results are far from conclusive; 
but some progress is being made. 
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This article describes a number of the problems inherent in the 
effort. 


For one thing, it has not been possible yet to suitably define 
“productivity”, in the light of the many factors that affect it, and in turn 
are affected by it. For example, the author states: “it is often measured 
by the volume of output of a worker in a year, in term of goods or 
services.” 


The British Steel Foundry Productivity Team adopted as their defi- 
nition: “Productivity is the ratio of production of wealth (goods, services 
and human satisfaction) to human effort expendable.” 


Mr. Morrow says: “the output per man-hour — even if the man- 
hours of everyone in the undertaking are taken into account — may be 
misleading.” He quotes as illustration, one firm using much automatic 
machinery for the same process for which another firm uses none. 


But Mr. Morrow, notwithstanding the difficulties existent, does con- 
sider that if sufficient standardization can be accomplished in the matter 
of time study, with cost accounting techniques developed as they are, 
definite progress towards specific measurement of productivity can be 
expected. 


This whole subject is so closely associated with economics, that it no 
doubt will require the most assiduous contributions of economists as well 
as those of accountants and engineers, working together, to bring about 
workable formulae. 


It is indeed an interesting and useful type of research, even though it 
seems as remote of immediate accomplishment as a trip to the moon. Its 
eventual attainment, however, seems to this earthbound citizen much more 
certain. 


The article well merits the time required for its reading. 


“ONCE OVER EVERY QUARTER — A CYCLE INVENTORY” — by John Babillus, and 
“PHYSICAL INVENTORY DAY-BY-DAY” — by Warner V. Stoughton, in 
N.A.C.A. Bulletin, Section 1, November 1950. 


Both of these articles treat methods of counting stock and reporting 
same for comparison with book records, thereby maintaining accurate 
book records. Such book records if dependable can be used as bases 
for inventory amounts in balance sheets, eliminating the necessity of taking 
a complete stock at one time. In both companies stock counting is prac- 
tised day by day. The task is therefore neither rushed nor subjected to 
the ministrations of inexperienced staff. 


By-products of such a system are: (1) better housekeeping, (2) re- 
duction of non-moving merchandise lines, (3) minimizing the opportunity 
for theft or fraud, and (4) providing more accurate accounting bases. 


Mr. Babillus describes the use of punch card equipment in the pro- 
duction of reports, embodying the comparison of “actual count” results with 
those derived from “book records”. The facility with which these com- 
parisons are provided, lends strong support to the use of such equipment 
where the volume of work is large. 
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BREWERY COST ACCOUNTING — by Herbert C. Geyer, in the New York Certified 
Public Accountant, November 1950. 


Mr. Geyer explains the departmental structure of his company, and 
the methods of costing. The following is the departmentalization of the 


organization :— 


(1) Service or non-production departments 
(a) Building department 
(b) Water department 
(c) Power department 
(d) Refrigeration department 
(e) Trucking department 


(2) Brewing or production department 
(3) Cellar — aging and/or storage department 


(4) Packaging department, consisting of — 
(a) Racking 
(b) Bottling 
The apportionment of service and/or non-production departments’ ex- 
pense to other departments. with final absorption into categories (2), (3), 
and (4) above are explained. Types of direct charges to non-service de- 
partments are described; and the flow of charges from one process to the 
next, attending the actual movement of physical product from one process 
to another, is explained. Methods of inventory computation are presented. 
Special mention is made of state and federal tax absorption into the cost 
of product. 
Canning and bottling is done in the same department, but insofar as 
possible direct charges to each process are isolated, and assessed to the 
specific process involved. 


WHO SAYS ACCOUNTANTS AND PRODUCTION MEN CAN’T LIVE TOGETHER? — by 
Walter Von Pechmann, in Factory Manag t and Maint e, November 
1950. 

Mr. Pechmann has been both a Cost Accountant and a Production 

Executive in turn. He sees the fields and functions served by both groups 

from a sufficient height of judgment to apply perspective to them. 





He stresses co-operation between the Production and Cost Accounting 
departments. While many Production men are suggested to have small 
understanding of and limited respect for the Cost Department’s functions 
and responsibilities, Mr. Pechmann also considers many Cost Accountants 
lack knowledge of plant and process, essential to efficient and accurate 


work. 


Mr. Pechmann recommends to the Cost Accountant that his reports to 
Production Executives should be presented in a form and in words under- 
standable to the Production man. Also it is suggested that reports showing 
performance should clearly provide a damarcation between items con- 
trollable by Production personnel, and those which are not. Identification 
of controllable items should be clearly set forth. If this is not done, the 
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Production man justifiably loses interest in the reports. If he cannot 
readily isolate expense or cost for which he is responsible, one can hardly 
expect him to “dig” for it. 


However, Mr. Pechmann says: “when engineers and accountants work 
as a team, they can get excellent results.” 


OTHER ARTICLES OF INTEREST 


ADVANTAGES OF “BREAK-EVEN” INCOME STATEMENT COMPARED WITH CON- 
VENTIONAL STATEMENT — by Alexander Bac, C.P.A. — The Journal of 
Accountancy, January 1951. 


HOW TO ESTABLISH AND OPERATE ACCOUNTS FOR SMALL CONTRACTOR — by 
Alfred Kaplan, C.P.A. — The Journal of Accountancy, January 1951. 


THE EVALUATION OF INFLATION IN BUSINESS DECISIONS — by Dwight W. 
Michener —- The Controller, January 1951. 


BUSINESS CONSULTANTS, THEIR USES AND LIMITATIONS — Study of Controller- 
ship Foundation — The Controller, January 1951. 


CAPITAL GAINS FROM PRICE LEVEL INCREASES — by Oscar S. Nelson — The 
Accounting Review, January 1951. 


STRAIGHT-LINE METHOD OF DEPRECIATION — by J. D. Campbell — The Account- 


ing Review — January 1951. 


LABOUR TURNOVER AS A MEASURE OF CONTROL — by P. H. Cook, M.A., Ph.D. 
— The Cost Accountant, January 1951. 


PUNCHED CARD MECHANISATION AND ITS APPLICATION TO INSURANCE WORK 
— by W. J. A. Hooper, F.C.1.1. — Journal of the Indian Institute of Accountancy 


& Taxation. 
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The Journal of Accountancy, 270 Madison Ave., New York 16, N.Y. 
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Internal Auditing 
By H. W. JOYMER, C.G.H., F.C.LS. 





The value of internal auditing as a control technique 
depends upon (1) the knowledge and skill of the in- 
dividual responsible for its application and (2) man- 
agement appreciation of its worth as an agency to a 
more effective administration of the business. In this 
article, the author treats both aspects of this function. 











DEFINITION OF INTERNAL AUDITING 


The official statement of the responsibilities of the Internal 
Auditor — issued by the Institute in 1947 — describes Internal 
Auditing as “An appraisal activity created with the objective 
of aiding Management in the efficient administration of an 
enterprise”. 

While it is primarily a review of accounting and financial 
matters, with particular emphasis upon evaluation of the system 
of internal control, yet the modern concept of the function goes 
considerably further and this I shall touch upon a little later in 
this talk. 

Internal Auditing is essentially a staff function — com- 
pletely divorced from all responsibility for line operations. 


THE “WHY” OF INTERNAL AUDITING 


In the beginning, the control technique called “Internal 
Auditing” was created because Management felt the need of 
commanding a much more detailed examination and service 
than could be rendered by external auditors without exorbitant 
increases in fees. 

Thus we started off solely as a “policing” function re- 
stricted to an examination of accounting and related data, the 
twin objectives being — 

(1) Detection and prevention of fraud and 

(2) Detection and prevention of errors. 

Largely due to the complexity and phenomenal growth in 
size of our various enterprises, it is now impossible for Execu- 
tives to exercise direct and personal supervision of the many 
functions for which they are responsible. 

About all they can do is to formulate policies and pro- 
cedures and review and interpret operating records. 
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In the largest companies, the increasing need for de- 
centralization of authority and a corresponding realignment 
of responsibilities has resulted in layer upon layer of subordinate 
management. While the Executive has bridged this ever- 
widening gap by surrounding himself with a corps of assistants 
and line supervisors, he still is operating by remote control and, 
no matter how able the staff may be nor how well formed the 
integrated pattern of management, defects and deterioration 
are bound to develop unless vigilant surveys and evaluations 
are maintained. 

Now, what can management do to assure that policies, 
procedures, and directives that they issue will be faithfully 
carried out; that company values will be adequately protected 
and conserved; that there will be proper administration of 
delegated functions; that management information will be 
accurately accumulated and presented; that external regulations 
will be properly complied with; and, most important of all, that 
their own attention will be drawn promptly to matters requiring 
correction. 

Of course, the answer to Management’s problem in this 
regard is to surround itself with a set of internal controls, such, 
for example, as:— 

1. Budgetary control 

2. Cost control 

3. Production control 

4. Cash, credits and collection controls, etc., etc., etc. 
and to go with all these, a set of procedures to be followed in 
handling transactions and a series of reports to be prepared to 
reflect the results flowing therefrom. 

All these controls have their own important part to play in 
the general scheme of management and most of them interlock 
with the general pattern of operations so as to become an 
integral part of it. 

But these controls, reports and figures are only as good as 
the operators preparing the data — the same people who are 
conducting the daily affairs of the business. 

Experience has proven that full efficiency and par per- 
formance are seldom obtained from delegated responsibilities. 
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There are too many human weaknesses such as mis- 
interpretation, carelessness, incompetency, neglect, procrasti- 
nation, etc. 


So it has been conceived that Executives need some agency 
to perform a very necessary appraisal and review of affairs — 
someone who will not be so tied down to the conduct of the 
business as to leave no time for objective analysis and review. 


And so we have Internal Auditing — a control to service 
Management, and differing from all other controls in that it 
forms no part of the “action” phase of business. 


In addition to functioning as a type of control for measur- 
ing and evaluating the effectiveness of other controls, Internal 
Auditing keeps management posted on the state of the business 
by bringing to attention all material facts that might not other- 
wise receive consideration. 


“The scope of modern internal auditing extends far 
beyond the mere checking operations which marked 
its inception in many companies in years gone by. Let 
us take a case showing advanced application of in- 
ternal auditing functions. An axiom of management is 
that supervision determines results. And supervisory 
incentives are a recognized means for bringing out the 
best efforts of supervisors. The Standard Oil Company 
of California operates a supervisory incentive pro- 
gramme based on its internal audit reports; these re- 
ports constitute an objective measurement of the re- 
sults achieved by district managers, and, as such, 
provide the necessary incentive to such managers to 
do their best possible job. Service to customers, neat- 
ness in record keeping, attitude of personnel, and other 
factors are used as performance measures. The results 
are evaluated and totaled, and marked at a percentage 
of realizable perfection. The value given shows how 
good a job the district managers have done in the 
performance areas measured. These results are com- 
pared both with prior periods in the same district and 
as between districts. It is this comparison which com- 
prises the incentive to supervision. As a result of this 
progressive internal auditing technique, service has 
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been improved, sales increased, costs reduced, morale 

heightened, and closer co-operation, both within dis- 

tricts and between districts, has been achieved.” 
(Extract from Montreal speech of John Thurston) 


OBJECTIVES OF THE FUNCTION 


Objectives of internal auditing may be said to be twofold:— 
(1) Those which are essentially protective. 
(2) Those which are essentially constructive. 


The protective objectives comprehend the policing of 
such features as: — 
(1) Company policies. 
(2) Accounting and operating procedures. 
(3) Systems of internal check. 
(4) Care and storage (including vertification) of 
Company values and records. 
(5) Compliance with external regulations. 
(6) Reliability of accounting and statistical data. 


These objectives are, of course, stated in pretty broad 
terms, but I think we shall all agree that no audit worth the 
name can possibly neglect any one of them but where we do 
find differences is in the extent to which all areas of responsi- 
bility in an organization are open to the auditor in the pursuit 
of these objectives. 


Except insofar as the changing complexities of business 
create more demands, and more enlightened management in- 
creases its appreciation of what internal auditing can do for 
them, there will probably be no great change in the protective 
objectives of the profession. 

While the auditor is charged with a rather wide type of 
policing service, including, as of old, the detection and pre- 
vention of fraud and error, it is the constructive service he can 
render that will really enhance the value of his work. 


The Auditor who renders no more than a protective service 
has not yet attained professional status — he is still performing 
merely a clerical service. 


And, if we ourselves are not recognizing the Auditor’s 
unique position to render extremely worthwhile service, then 
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we are surely overlooking a very promising agency of assistance 
in administrative responsibilities. 

Some Executives make far greater use of Internal Auditing 
than others, and the extent to which the function is used often 
depends on the Executive’s understanding of its worth as an 
agency to a more effective administration of the business. 

The utility of a tool depends on a complete knowledge of 
what the tool will do, and the skill that is applied to that tool. 

This analogy is equally true in respect of Internal Auditing. 

The utility of Internal Auditing depends upon a com- 
prehensive knowledge of what it can do for management and 
the degree of skill that the Auditor is able to apply. 

Thus — we must first decide what we can get out of In- 
ternal Auditing — next we must sell management on our 
thinking — and then, and not until then, we must appoint or 
obtain the services of the kind of man who can handle the 
duties we have decided we want performed. 

All too often, even present-day Management concludes that 
an Internal Auditor is needed, hires someone to do the job 
and then lets him sink or swim — without even knowing 
exactly where he is supposed to start or stop. 


ORGANIZATIONAL TYPES OF INTERNAL AUDITING 


Much of the confusion about internal auditing has to do 
with its place in the organization structure and the nature of 
the work it is supposed to cover. 

There are four organizational types of internal auditing 
and failure to recognize this fact is probably the root cause of 
misunderstanding among people who discuss the function. 

The four types are:— 

(1) Proprietorship Internal Auditing. 
(2) Management . 3 
(3) Staff 24 . 
(4) Departmental , “ 

The objectives, scope of work, and required standard of 

practice, differ materially with each type. 


PROPRIETORSHIP 


When the Internal Auditor is appointed by the owner of 
an enterprise, partners of a partnership, or the directors or 
stockholders of a Corporation, and is completely independent 
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of all management personnel, he is termed a Proprietorship 
Internal Auditor. His scope of activities are generally very 
broad, and he is vitally concerned with the effectiveness of top 
management functions. 

I do not recall hearing of any personally (although per- 
haps there are some) Proprietorship Type Auditors in Canada. 
At any rate, in the United States there are Internal Auditors 
appointed by the Directors or Shareholders. 

No doubt, on an organization chart, such an imposing 
Office as this would be mentioned at least on a level with the 
very top management. 


MANAGEMENT 

If the Internal Auditor is appointed by the President, 
Executive Vice-President or Executive Committee of a Corp- 
oration, or similar Management authority, and is completely 
independent of all personnel below these strata, he is termed a 
Management Internal Auditor. 

However, he is the representative of Administrative Man- 
agement and not of Proprietorship 

The Management type of Internal Auditor is found much 
more frequently than the Proprietorship type, but here again 
such an office is used more widely in the United States than it 
is in Canada. 


STAFF 

Where the Internal Auditor is appointed by the Vice- 
President In Charge of Finance, or the Treasurer or Comptroller, 
or by some other Staff Head of relative rank, he is said to be a 
Staff Internal Auditor. 

As a Staff Internal Auditor, he has no authority to function 
outside his own Staff Head’s area of responsibility, except as his 
Staff Head may arrange with other Staff Managers. 

In addition, the Staff Auditor is subject to the instruction, 
policies and dictates of his Head Staff. 

Generally speaking, the Staff auditor lacks the full in- 
dependence and freedom of action enjoyed by the Management 
or Proprietorship types. 

In many instances, Management extends to Staff Auditors 
authority to operate at the top management level and this cer- 
tainly increases the utility of the audit function. 
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While it may be argued that effective internal auditing 
requires that the auditor be granted complete independence yet 
I believe that the arrangement just referred to makes the most 
acceptable and useful compromise. 

At any rate, in this category we find by far the largest 
majority of members of the profession. 


DEPARTMENTAL 


The term “internal auditing” must include any individual 
appointed by an operating activity to serve within the limits of 
that activity’s responsibility. 

Examples of this type are:— 

1. Disbursement Auditor 

2. Payroll Auditor 

3. Accounts Payable Auditor 
4. Construction Auditor, etc. 


Some may prefer to consider Departmental Internal 
Auditors merely as part of the system of Internal Check, and 
where the function is performed as part of the chain of pre- 
paring documents, etc., it cannot be denied that this is truly 
Internal Check and not Internal Auditing. To qualify as part of 
the Internal Auditing function, the Office must be one created 
to function independently of accounting routines and 
procedures. 


I venture to guess that every reasonably large organization 
in Canada has the function of internal auditing even if the 
Comptroller himself or just a departmental clerk is responsible 
for the function. 


TYPES OF AUDITS 


Having established the four organizational types — Pro- 
prietorship, Management, Staff, and Departmental — let’s take 
a look at the various types of audits, the most common of which 
are:— 


1. Continuous audits 
2. Feature audits 
3. Periodic audits 
Continuous Audits can be divided into two types 
comprising — 


60 


a=:  -  —  —— 


INTERNAL AUDITING 


1. Pre-Audits and 
2. Post--Audits 

Those of the pre-audit type are usually employed when 
it is desired to have all transactions independently verified 
before finalization. 

This type of audit is usually performed by Departmental 
Internal Auditors such as Disbursement Auditors, Payroll 
Auditors, etc. 

Continuous audits of the post-audit type differ only in 
respect of time of performance. The audit is usually carried 
out at the Auditor’s convenience, following completion of the 
transaction but before transfer of the related records to closed 
files. 

Feature audits consist of examining one phase of the 
programme at the time — such as Cash Receipts, Payrolls, 
Plant Accounts, etc. 

The programme should be so arranged that all features 
will be covered at least once each year — some will be handled 
two or more times depending upon requirements. 

Feature auditing methods are employed largely by resident 
auditors. 

Contrasted to feature auditing — periodic auditing consists 
of covering all features or phases of an operation or unit for a 
definite period, at one time. 

This may be quarterly, semi-annually, yearly or at regular 
intervals. 

Periodic audits are usually employed when a company 
maintains operating or accounting activities at more than one 
location. 


Generally speaking — resident auditors perform feature 
audits and travelling auditors make periodical examinations. 


PROFESSIONAL VS. CLERICAL AUDITING 


It is quite obvious that to operate at the staff or manage- 
ment level requires a much wider knowledge of the business 
and degree of skill than is required of one who is to function as 
a departmental internal auditor. 


Departmental internal auditing is usually considered as 
clerical while the three upper levels — Staff, Management and 
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Proprietary types — are considered to be of professional 
standard. 

By surveys, studies and observations, professional Internal 
Auditors may note ways and means by which procedures, 
routines and internal checks may be improved, strengthened or 
made more effective. And in his travels about the Company’s 
property, he is in a position to spot hazards, exposures and any 
other contingencies that may need consideration. 

It is the qualitative character of the work that is per- 
formed that distinguishes professional internal auditing from 
the mere clerical type and, undoubtedly, Staff or Management 
auditing should be of professional standard. 

Yet there are plenty of cases where the quality of the 
work performed is only of a clerical nature. 

This is sometimes due to lack of ability on the part of the 
auditor and sometimes to failure on the part of the staff head to 
demand more than mere clerical performance. 

Elbert Hubbard’s definition of an auditor may be a some- 
what exaggerated portrayal of the old time practitioner but it 
does indicate how some people view auditing activities even 
to-day. 

This is, of course, by no means the proper view because 
while the auditor is required to cover a rather broad range of 
what may be called “policing” activities, these are not of the 
“sestapo” character but more in the nature of reviews and 
appraisals followed by reports setting forth the evaluations and 
opinions of the auditor. 


Under current concepts of professional internal auditing 
then, the Auditor is the special representative of all Manage- 
ment Executives and Functional Directors, irrespective of his 
reporting authority. 

However, though the Internal Auditor may report to top 
Management he should always be conscious that it is not only 
his duty to serve all levels of Management, but that he should 
be anxious and willing to serve the line worker, the Supervisor, 
the Department Head, and any other Functional Director that 
can utilize his services. 


To function at the management level as opposed to the 
clerical level, the Auditor must possess more than a mere tech- 
nical knowledge of auditing. 
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He should be thoroughly familiar with the policies, pro- 
cedures and functions of the main departments such as:— 
(1) Accounting and Financing 
(2) Purchasing 
(3) Production 
(4) Marketing 
(5) Labour and Public Relations 
to mention but a few examples. 

The Auditor should be a constant student of his Company’s 
business. The more he knows about its problems and objectives, 
the greater will be his worth. 

He should develop a management consciousness and 
perspective that will enable him readily to sense those matters 
that are of interest to those whom he serves. 

In a large company top Executives, Department Heads, 
Supervisors, and others engaged in conducting the affairs of 
the business, initiate their directives and chart their courses of 
administration, largely on the basis of reports. 

However, these reports are no better than the data upon 
which they are based. The persons who arrange and present 
these reports are not always close enough to the primary source 
of information to be certain of the accuracy of the detail. 

It is one of the primary functions of internal auditing to 
police the underlying details of these reports to ferret out in- 
accuracies and fallacies that may exist. 


AUDIT REPORTS 


As in all report building, brevity is the “soul of wit” and in 
no other function is this attitude more important than in the 
preparation of audit reports. 

There are some things that must be said, though, such as 

(1) date of the audit 

(2) scope and locality 

(3) period covered and 

(4) main conclusion or assurance. 

When the “continuous” type of auditing is used, reports 
should be rendered on a monthly basis. 


However, the frequency of these reports should conform to 
management’s requirements unless a special development occurs 


63 








COST AND MANAGEMENT 


which necessitates immediate attention in which case a special 
report should be rendered at once. 

When the Auditor is following a feature audit programme, 
he should submit his report upon completion of each major 
feature or group of related features. 

If his work schedule calls for periodical examinations, 
however, his reports should be submitted promptly upon com- 
pletion of each assignment. 

The type of audit to be employed and the addressing style 
and submission schedule of reports depends entirely upon the 
organizational set-up and the objectives to be accomplished. 

One thing I will say, however, and that is that delay in 
issuance of audit reports should not be tolerated. 

Timely action cannot be achieved unless reports are 
issued promptly upon conclusion of the examination. 

Also, an auditor should go over his draft report with the 
local management before he leaves the location. He should 
obtain the comments of local management right on the spot and 
incorporate these in his report. 


RELATIONSHIP TO EXTERNAL AUDITORS 


The quality of internal auditing and improvements in tech- 
niques, especially in the last decade, have established the func- 
tion firmly upon a lasting basis and — keeping pace with its 
growth — has been increasing confidence of public auditing 
concerns in the worth of the work as an assurance of proper 
internal controls upon which they rely more and more as time 
goes forward. ; 

In my view, it is absolutely essential that the Internal 
Auditing activities be handled in close concert with the external 
auditor. 

It is my belief that the advice and assistance of the external 
auditors should be sought on all matters relating to the 
protective side of the programme. This would include:— 

(a) Establishing the extent of coverage desired and, 
as a by-product, avoiding duplication of work by 
the two units. 

(b) Institution of procedures to be followed in hand- 
ling the work so as to ensure careful examination 
of all aspects under audit. 
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(c) Selecting the auditor who will have charge of the 
work so as to satisfy the external auditor that 
there will be able discharge of all the functions. 

Copies of all audit reports should be provided to the ex- 
ternal auditors and the working paper files made available for 
their examinations, if desired. This to afford them the oppor- 
tunity of acquiring knowledge of current conditions and satis- 
fying themselves as to the quality of the work being done. 

I also believe that “joint audits” by the external and in- 
ternal auditors can be used as time-saver and development of 
closer co-operation between them. 


THE INTERNAL AUDIT DEPARTMENT 


We have had many discussions from time to time about 
whether or not the Auditing Department in an organization 
should be regarded as a specialized service whose members 
remain in that Department, unless they subsequently graduate 
to higher staff positions. 

The general opinion seems to be that the Internal Auditing 
Department should be regarded as a Department through which 
should pass various persons in just the same way as in line 
departments. 

In fact, it is my belief that a period of service in the 
auditing department ought to be regarded as obligatory for all 
those advancing to higher accounting positions. In my opinion 
there is no activity in the industrial accounting field that can 
provide so much in the way of useful experience as the audit 
department, touching as it does on all phases of the Company’s 
operations. 

In conclusion, I want to say that I believe that Internal 
Auditing has a great deal to offer to Management, and that by 
intelligent consideration of its potentialities, we shall be able to 
get from it much more than we have in the past. 

I think also that Internal Auditing deserves a position on a 
staff level, reporting to the Treasurer or Comptroller. The 
Treasurer or Comptroller should make arrangements with his 
peers in the management strata, whereby the Internal Auditor 
will find no bar to his examination into any phase of the business 
of the Company. 
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Collective Agreements in the Construction 


Industry in Montreal 
By P. G. WILMUT 





While the authori is dealing with a piece of legislation 
of local significance, he explains many features which 
were introduced into collective agreement over a period 
of years in successfully overcoming some rather difficult 
labour problems. The principles involved will be of in- 
terest to those concerned with labour contracts. 











When I was invited to speak to you to-night on “Collective 
Agreements in the Construction Industry in Montreal,” my first 
thought was that the subject was hardly an appropriate one for 
such an association as this, but on second thought, which I was 
taught as a child is often best, it occurred to me that what has 
been accomplished in Industry in Quebec in general, and in the 
Construction Industry in Montreal in particular, under the 
Collective Agreement Act of the Province of Quebec has a sig- 
nificance which perhaps has been missed by many people and 
might be of interest to you. 

Whilst in no way attempting to preach a sermon, I think 
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that at the end of my remarks I can point a “Moral”. , 
In order to get a proper conception of the inception of the é 
Province of Quebec Collective Agreement Act it becomes I 
necessary to look back a number of years. It will be recalled ] 
by some of you at least that in 1929, following a boom period ¢ 
in industry in general, there was an international slump which c 
started in the Fall of that year. It started slowly and its effect 1 
on the Construction Industry was gradual in view of the fact r 
that contracts actually commenced took some time to finish and t 
that it was only when such contracts were out of the way that S 
the real effect of the slump was felt. a 
By the beginning of 1932 and throughout that year and s 
1933 the depression reached its lowest level and, as a con- t 
sequence Construction wage rates in Montreal dropped to un- e 
believably low figures. Mechanics were being paid as low as b 
25 cents an hour and common labour in some cases was re- sl 
ceiving as little as 17 cents. The majority of the larger Con- 
struction Companies did not push their wage rates down to such oO: 
disgracefully low levels, and as a result obtained little and in se 
some cases no work during those years. tc 
66 


————< 


COLLECTIVE AGREEMENTS 


It was in the following year, namely 1934, that the Pro- 
vincial Government introduced the Collective Agreement Act. 
The principles of the Collective Act were, we believe, drawn to 
the attention of the Government by a Belgian. This gentleman 
also submitted his ideas to the Montreal Builders’ Exchange, 
which body, after giving it considerable study, whole-heartedly 
endorsed the principles of the Collective Labour Agreement Act 
as put forward by the Government of this Province in that 
year. Numerous conferences were held by invitation of the 
Government and eventually the Labour organizations gave 
their support to the legislation which was finally made law in 
1934. 


It must be borne in mind at this point that there is no 
coercion upon any industry to take advantage of this Act. It is 
entirely optional. 


Briefly, the instant of the Act is that when the predominant 
employers in an industry and a labour association or associations 
representing a majority of the labour in that industry get to- 
gether and agree upon wage rates, working conditions, etc., such 
agreement, when signed by all the parties concerned, can be 
sent to the Minister of Labour with a petition that the agree- 
ment in question shall be extended to bind all the employers 
and employees in that industry in the region or district covered 
by the Agreement. The first step then taken by the Minister of 
Labour is to have the Agreement published in the Quebec 
Official Gazette and in the newspapers with a notation that any 
objection to the Agreement must be made within 30 days. This 
latter provision exists as a protection to persons or firms who 
might consider their interests are being adversely affected. At 
the expiration of the 30-day period, and after taking into con- 
sideration any objections, the Minister may then recommend the 
approval by the Lieut.-Governor in Council of the petition as 
submitted or as amended by the Minister, and from the time 
that an order-in-council signifying such approval is issued, 
every employer in the industry concerned in the district covered 
by the Agreement must conform to all terms and conditions of 
such Agreement. 

It will be noted from what I have just said that the Minister 
of Labour has the power under the Act to amend the Agreement 
sent to him. This power is used sparingly and usually confined 
to matters which, in his opinion, might have harmful effects on 
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some other industry. In practice such amending power is only 
used after consultation with the employers and Labour asso- 
ciations signatory to the Agreement. 


After the Collective Agreement Act itself became law, it 
was very soon realized that a serious weakness existed and that 
was the lack of provisions for enforcing the agreements made 
law under the legislation, and in 1935 an amendment was made 
to the Collective Agreement Act which provides for the setting 
up of a Joint Committee of employers and representatives of 
Labour to administer and enforce the Agreement in each in- 
dustry concerned. In Montreal our Building Trades Joint 
Committee consists of six representatives from the Builders’ | 
Exchange, three from the American Federation of Labour and 
three from the National Catholic Syndicate with the addition 
of four others drawn equally from employers and labour nomi- 
nated by the Provincial Government to represent the interests 
of non-contracting parties, by which is meant, employers who 
do not belong to the Builders’ Exchange and employees who do 
not choose to belong to either of the two labour organizations 
with which the Builders’ Exchange makes its agreements. 


Obviously the enforcement of legislation costs money and 
the Act provides that the Joint Committee may enforce a levy 
upon employers and workmen based on wages paid and not 
to exceed ¥2 of 1% in each case. In Montreal the Building 
Trades Joint Committee imposes such a levy which is collected 
through the payroll from each workman with the employer con- 
tributing a like amount. In Montreal this levy produces ample 
funds and our Building Trades Joint Committee at present has 
a considerable office staff and a large number of inspectors on 
the road at all times for the purpose of investigating violations 
of the Agreement. 


This legislation has now been operating in Montreal, as 
far as our industry is concerned, for the past 16 years and with 
undoubted success. For the first 5 or 6 years violations of the 
law were very numerous and the Joint Committee had a very 
busy time prosecuting offenders. During the war years and the 
busy post-war years the shortage in manpower has, of course, 
reduced considerably the number of infractions of the terms of 
the Agreement, but there is always a certain type of employer 
who will try to beat the law, and although reduced in number, 
sufficient cases of violation of the Agreement still arise to keep 
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our Inspectors busy. It will be agreed, I am sure, that the present 

boom cannot last forever, and as soon as conditions change and 

there are more men than jobs the Joint Committee will un- 
doubtedly play a very important part in stabilizing conditions 
and preventing a recurrence in the Building Trades in this 

area of the terrible conditions which prevailed in 1932 and 1933. 
Some of the more important provisions of the Act are:— 

(1) No workman is compelled to belong to any labour orga- 
nization nor is an employer permitted to discharge a work- 
man either for belonging to or abstaining from joining a 
labour organization. 

(2) Every workman practising a trade in the Building Industry 
must hold a “Competency Card”. Under the legislation a 
Joint Committee may recognize a Union membership 
card as a competency card provided the Union actually 
conducts an examination before admitting a man to mem- 
bership. The Montreal Building Trades Joint Committee, 
being in general satisfied with the examinations conducted 
by the two labour associations with whom the employers 
negotiate and sign agreements, does recognize as com- 
petency cards the membership cards of both the American 
Federation of Labour and the National Catholic Syndicate. 
If, however, a man does not wish to belong to either of 
these two labour organizations and claims to be an ex- 
perienced tradesman, he is then put through an examination 
held under the auspices of the Building Trades Joint 
Committee, and if he can satisfactorily pass such an 
examination, is given what is known as a Joint Committee 
Competency Card. He gets this at a cost of $2.00 and it is 
good for an indefinite period, or in other words, for life. 
This latter angle is somewhat resented by the Unions who 
feel that the fee should be higher and that the card should 
be renewed annually. There is something to be said for 
their argument that the holders of Joint Committee cards 
are reaping the benefit of the work done by the Unions and 
paying nothing for such benefits. However, this is an angle 
which will eventually be satisfactorily ironed out. Any 
workman found practising any trade in the industry with- 
out the required competency card is subject to a fine for as 
often as he continues to work, and the employer can be 
penalized for so employing him. 


69 





COST AND MANAGEMENT 


(3) The Joint Committee and its inspectors have very sweep- 
ing powers. They can enter into any employer’s premises 
and inspect payrolls or any other pertinent document for 
the purpose of establishing that the employer is or is not 
living up to the requirements of the Agreement which has 
been made law. When an employer, as has happened, is 
found keeping false records he can be prosecuted for false 
pretences and heavily fined. This has happened on numer- 
ous occasions. If he refuses to permit a Committee In- 
spector to carry out an investigation he can be taken to 
Court and fined. 


(4) The inspectors can place either employer or employee 
under oath when seeking information and any employer 
or employee refusing to take an affidavit is again laying 
himself open for prosecution and penalties. 


(5) When an employer is found under-paying, either by paying 
too low rates or by violating the provisions concerning 
payment for overtime, a claim is made against him by the 
Joint Committee and unless such claim is paid within a 
reasonable time, an action against him in Court is taken 
by the Building Trades Joint Committee and not by the 
workmen concerned. This latter feature is important 
inasmuch as workmen are naturally reluctant to prosecute 
for fear of losing their jobs. Upon proof being established 
of the under-payment, the employer is obligated to pay to 
the Joint Committee the amount so underpaid plus a 
penalty of 20%. The amount of wages underpaid is passed 
on to the workmen whilst the amount of the penalty goes 
into the funds of the Joint Committee. 


(6) The Act also provides that it is illegal for an employer to 
make a contract with a workman for a lower rate of wages 
than provided in the Agreement, or on a piece work basis 
which will not result in wages equal to earnings under the 
agreed wage rates, and should this take place the Joint 
Committee can enforce payment of the rate set forth in the 
agreement. In cases, however, of workmen who by reason 
of age or physical defects cannot produce the normal 
volume of work, such persons can appeal to the Joint 
Committee for permission to work at a lower rate of wages 
and if, after examining all the circumstances, the Com- 
mittee is satisfied that it is right and proper to do so a 
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lower wage permit is issued to the workman concerned 
which is his authority to be employed at a stated per- 
centage reduction (usually 20%) from the current wage 
rate for his particular trade. 


One very encouraging aspect of the situation is the won- 
derful help we have received from the Provincial Government. 
They, and particularly the Minister of Labour, Mr. Barrette, are 
showing a deep interest in what we are doing BUT, and this is 
one of the brightest features, the administration and enforce- 
ment of the law is left strictly in the hands of the Joint Com- 
mittee. I was a member of this Committee for three years and 
its Chairman for a further three years, and never have I known 
an instance of interference on the part of the Government or 
of any Government official. The Provincial Government sub- 
jects us only to the wise provision that our constitution and 
By-laws must meet with their approval and that we must ac- 
count to them for all matters of finance by the submission of 
periodic reports. I cannot emphasize too strongly the autonomy 
we enjoy and the entire lack of political interference, for it is 
undoubtedly one of the main reasons for the success which has 
attended this legislation. 


I am sure that by this time the question has arisen in your 
mind as to whether this legislation and its enforcement has had 
any harmful effect particularly on the smaller employers or 
firms. It is of interest to note that a survey in the Shoe Industry, 
which operates under Collective Agreement legislation, dis- 
closes the following facts:— 


(1) During the period 1938 - 1949 a total of 64 small 
new firms opened in this industry in the Montreal 
area. 


(2) The number of employees in the smaller factories 
has in many cases increased considerably since 
the application of this legislation to the Shoe 
Industry. 


I do not suggest that the above results are entirely attribut- 
able to the legislation we are discussing, but I do submit that 
any firm which is efficiently run has nothing to fear from this 
legislation, and that the inefficient firms and the firm which 
must rely for its success on unscrupulous exploitation of labour 
does not deserve to continue in business. 
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Another question which naturally arises is — What are the 
advantages from this legislation? 

To Labour it gives a guarantee that all employers in the 
Industry will pay the agreed wage rates to the respective trades 
and in Montreal to Common Labour also, for although they are 
not organized to any extent we have always included a fair 
rate for Common Labour in the agreements we sign each year. 
It is not pretended that the law is perfect, but I venture to say 
that our Labour Organizations in Montreal would strenuously 
oppose its abolition. 

To the decent employer, who is anxious to give a fair wage 
to Labour, it gives the assurance that he will not be subjected 
to unfair competition from the few unscrupulous employers 
who are always ready to depress the wage rates at every pos- 
sible opportunity. 

Another valuable result of this legislation has been the 
better understanding created between employers and employees 
and between what may be termed “rival Unions”. The Building 
Trades Joint Committee holds a meeting once a week which 
usually lasts some two hours or more and it is my experience 
that you cannot sit across a table for that length of time every 
week without the employers’ representatives getting a better 
insight into the aims and ideas of the Labour man, and con- 
versely, with the Labour man coming to realize that the em- 
ployer is not such a tough person as he has hitherto believed 
him to be. As proof of this is the fact that for the past 16 years 
since the passing of the Collective Agreement Act, the Con- 
struction Industry in Montreal has been almost entirely free of 
strikes, since Labour realizes the value of operating under the 
present system and does not endanger its continuance by wild- 
cat strikes. This, I think you will agree, constitutes a benefit to 
the public which in the last analysis foots the bill and 
benefits from tranquil labour situations or suffers from labour 
disturbances. 

That, Gentlemen, is a resume of the most important aspects 
of the Collective Agreement Act as we have it in the Province 
of Quebec. 

May I now very briefly attempt to point out the “moral” 
to which I referred at the opening of my remarks. It is just. 
this — that by the use of these two pieces of legislation we 
have, in the construction industry in Montreal, done more to 
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offset Communism amongst our workers than could be done by 
any amount of denunciation or Communist doctrine. 

You, I am sure, recognize that Communism is a real threat 
to our way of life and I submit to you that Communism thrives 
on poverty, injustice and the feeling on the part of the workers 
that they are treated merely as pawns in the making of profits 
for the few, and wherever those conditions prevail you will have 
the threat of Communism to deal with. 

Communism also thrives amongst “square pegs in round 
holes” or, in other words, amongst workers who are working in 
trades for which they are inadequately trained. A man who is 
well trained, competent at his work and decently paid is a happy 
and contented person and not at all likely to be fertile soil for 
Communistic doctrines. 

I am no radical, but a sincere believer in “Free Enterprise” 
but believe at the same time that in this wonderful country of 
our Free Enterprise, with all the advantages it offers to those 
having initiative, can still give to that large number of workers, 
without whom profits are impossible, a decent standard of 
living and the chance to make provision for the day when they 
will be too old to work. 

In industries where you have large numbers of workers 
and few employers it may not be difficult to have excellent 
labour conditions but there are many industries in which large 
numbers of small firms are functioning (for example there are 
nearly 3,000 employers in the various branches of the con- 
struction industry in Montreal) and under such conditions it is 
extremely difficult, without such legislation as I have tried to 
describe to you, for even the best intentioned employer to deal 
as fairly as he would like with labour because of the fact that 
he has to compete with the few unscrupulous employers who 
regard labour as a commodity to be exploited. 

The Collective Agreement Act of this Province will, I sub- 
mit, if fully taken advantage of, accomplish much toward 
building a contented body of workers which will be quite deaf 
to the urgings of the Communists. 
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COST ACCOUNTING 
Comments by A. V. HARRIS, C.A., R.LA. 
FUNDAMENTALS OF COST ACCOUNTING 


Question 2 (14 Marks) 

(a) The plant, referred to in Question 1, has achieved full physical 
and accounting control of its material inventories. Name and briefly 
describe the forms used in the accounting control of the company’s 
materials. 

(b) The same plant, referred to in Question 1, divides its raw ma- 
terials into two main classes: 

(a) Miscellaneous stores 
(b) Bulk stores 


Heretofore, the company has always priced its miscellaneous stores on 
a first-in-first-out basis and bulk materials on a moving average basis. As 
Company cost accountant write a memorandum to the Company Comp- 
troller outlining the changes necessary to the stores records and the results 
to be anticipated in the cost statements, if the Company adopts a policy 
whereby all raw materials are priced on a last-in, first-out-basis. 


SOLUTION 
2. (a) The Forms To Be Described Were: 

(1) Receiving Report 

(2) Debit Memorandum 

(3) Stores Requisitions 

(4) Stores Bin Cards 

(5) Scrap or Spoiled Material Reports 

(6) Material Summaries 

(7) Stores Ledger Cards 

(b) Points to be Included in the Memorandum 

(1) Changes in procedure for handling stores accounting all 
materials to be handled by lots. 

(2) Discuss any immediate change of prices — to adjust present 
inventories. 

(3) Change proposed would use and charge materials at their 
current prices. 

(4) There would be a tendency to freeze inventory prices as of 
to-day’s price. 

(5) While it is not expected the memorandum would discuss the 
income tax implications of the change, the student who was 
aware of this point, and did not discuss the remainder of 
the problem too well, might be given a bonus. 

(6) The form and order of presenting the data should be 
satisfactory. 
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(7) The memorandum should be well written insofar as gram- 
matical construction is concerned. Also the memo should 
present a convincing summary of the problem involved. 

COMMENTS (Question 2) 

The (a) part of this question was not difficult — and most students 
attempted to answer it. Description of forms was not intended to be too 
detailed. The examiner was surprised that many students did not mention 
the stores ledger card, and the material summaries. Both are well recog- 
nized in general practice. 

The (b) part of the question was apparently beyond the under- 
standing of most candidates. The examiner still believes that a student in 
Fundamentals should understand the proposed change in procedure and its 
effect on the detail records. 

A written memorandum was requested and while the above solution 
only lists the points to be included in the memo. The student should have 
included these points in a well expressed story — to be the basis for the 
comptroller to make a decision on the matter. Most students could not 
see a starting point and had no idea what to report to the comptroller. 

Very few received pass marks in this part of the question, and the 
average mark of all papers examined for the two parts of the question was 
6 out of a possible 14. 


GENERAL ACCOUNTING 
Comments by J. D. CAMPBELL, R.I.A. 


QUESTION 3 (20 Marks) 

Discuss any five of the following situations indicating your agreement 
or disagreement with the procedure followed and the reasons underlying 
your stand. 

(a) L. M. Smith: (To his accountant) “I made $1,000 to-day.” 

Accountant: “Good! What did you sell?” 

L. M. Smith: “I didn’t sell anything, but I went to a bank- 
ruptcy auction and bought two carloads of lumber at 25% below 
the market value.” 

The accountant was instructed to record the profit. 

(b) In December a corporation which expected to begin operations on 
1st December purchased machinery for $80,000 and paid for it 
taking a 2% discount. In order to put the books on a calendar 
year basis it closed them on 31st December. The books show an 
income from discounts of $1,600, expenses $500 and a net profit 
of $1,100. The bookkeeper informed the management that it was 
subject to income tax. 

Director: How is it possible to have a profit when we have not 
even begun operations? 

(c) Because recently advancing prices had made its machinery worth 
even more than it cost, a company decided not to take deprecia- 
tion on this machinery as an operating expense. 

(d) A company wrote its patents and other intangible assets, which 
had a good earning power down to $1.00. 
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(e) At the end of the preceding year a company priced its inventory 
at cost without regard to market value. At the end of the current 
year the company prices its inventory at the lower of cost or 
market. 

(f) L. Jones purchased machinery paying for it in 30 equal payments 
of $200 which included principal and interest. He carries the 
machine on his books at $6,000.00. 

Intermediate 

(g) A company owned large stocks of a commodity which were in a 
warehouse and were not available for sale due to Government re- 
stictions. The liability for this merchandise was unpaid. The 
company offset the liability against the asset and omitted both 
from the balance sheet. 

SOLUTION 

(a) Revenues should not be regarded as earned until an asset incre- 
ment has been realized or until its realization is reasonably 
assured. 

(b) Similar to (a) and that cost measuring value represents actual 
cash paid. 

(c) The suggestion made offsets unrealized income against a cost 
expiry. All costs expired during a period should be charged 
against the income for the period. 

(d) Statements should be truthful and should make complete dis- 
closure of significant information. 

(e) Consistency should be maintained between the statements pre- 
pared at the end of one period and between the statements of 
successive periods. A proper regard for consistency need not 
preclude a desirable change in procedure. If a change is made 
the fact should be mentioned and the effect thereof on the state- 
ments should be indicated, if determinable. 

(f) Cost is the proper basis for accounting for assets and expenses 
and all costs expired during a period should be charged against 
the income for the period. 

(g) Similar to (d). 

The above presents in skeleton form the points which the student 
should raise. The expression of the idea will be given full credit. 
COMMENTS (Question 3) 

The primary criticism which might be offered to the answers which 
were submitted to this question was that the students failed to present 
reasons underlying the stand which they had taken in each of the individual 
cases. It is not enough to merely indicate the manner in which the item 
would be treated in your opinion. This must be backed up by adequate 
reasons. The answers to this question show in skeleton form the nature of 
the reasoning which was expected in answering this question. 

In cases where the student disagreed with the points set out in the 
answers above, he was not penalized providing he submitted a reasonable 
argument in support of the stand which he had taken. Full marks were 
not issued in cases where the reasons submitted were on the basis of what 
is done in actual practice without any supporting discussion as to its 
reasonable foundation. 


76 





